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Abstract 


Eighteen  months  ago,  INPUT  forecast  the  rapid  development  of  the 
software  product  support  market.  This  market  is  now  a  reahty,  and 
though  still  immature,  can  be  analysed  in  terms  of  a  number  of 
significant  demand  driven  trends. 

This  report  examines  the  demand  side  of  the  business,  providing  detailed 
qualitative  and  quantitative  analysis  of  the  trends  which  are  changing 
the  nature  of  buyer  demand  for  software  product  support,  including: 

•  Changes  in  the  software  product  market 

•  Business  trends 

•  Technology  trends. 

The  market  is  segmented  by: 

•  Systems  and  apphcations  software  products 

•  Dehvery  sources 

•  Hardware  platforms 

•  European  geographic  markets  (Germany,  France,  the  United 
Kingdom,  Italy,  and  Europe  as  a  whole). 

The  report  reveals  that  high  quality  software  product  support  services 
are  increasingly  being  deployed  by  systems  and  software  product  vendors 
as  a  means  of  gaining  a  competitive  advantage.  Furthermore, 
independent  services  firms  are  responding  to  the  burgeoning  demand 
from  users  imable  to  fulfill  aU  their  requirements  from  product  vendors. 
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Introduction 


This  report  was  produced  as  part  of  INPUT'S  Software  Product  Support 
Programme  in  Europe. 

A 

Purpose 

The  main  driving  force  behind  the  evolution  of  the  computer  services 
market  is  the  widespread  adoption  of  new  software  product  technology 
and  applications.  The  increasing  popularity  of  cHent/server  technology 
and  open  systems  software  products  is  creating  opportunities  for  software 
product  support  provision. 

As  the  open  market  for  software  products  has  grown,  an  open  market  for 
software  product  support  has  emerged.  Over  the  past  year,  a  number  of 
independent  vendors  have  exploited  the  opportunities  arising  from  these 
developments. 

This  report  aims  to  identify  the  main  forces  shaping  the  software  product 
support  market  in  Europe.  It  quantifies  the  changes  forecast  for  the 
software  product  support  market  and  analyses  the  driving  forces  and 
contemporary  issues  that  are  currently  influencing  the  market. 


Definition  &  Scope 

INPUT  defines  the  software  product  support  business  as  those  continuing 
activities  provided  by  a  vendor  that  are  necessary  to  make  the  product 
work,  outside  the  delivery  of  the  product  itself.  Included  are  associated 
support  activities  such  as  telephone  support,  problem  analysis  and 
remote  software  diagnostics,  software  updates,  software  installation,  on- 
site  support  and  initial  training.  Exhibit  I-l  illustrates  INPUT'S 
defimition  of  the  software  products  market. 
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Exhibit  1-1 


Software  Products  Market  Segmentation 
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Exhibit  1-2  shows  INPUTs  segmentation  of  the  total  software  and 
services  industry  and  indicates  the  positioning  of  software  product 
support  services  within  the  overall  market  structure. 

In  each  service  sector,  the  definition  of  user  expenditure  includes  only 
those  services  provided  to  users  by  an  external  organisation  on  a 
chargeable  basis.  Services  provided  by  subsidiaries  or  internal  resources 
are  excluded  from  the  open  market. 

For  complete  coverage  of  the  entire  software  and  services  opportunity  see 
the  INPUT  report  Software  and  Services  Market  Analysis  and  Forecast  — 
Europe,  1995-2000. 


Exhibit  1-2 

Information  Services  Mari^et  Segmentation 
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c  

SegnriGntation 

The  support  market  can  be  broken  down  into  two  broad  software  product 
categories,  systems  software  products  and  applications  software 
products. 

1.  Systems  Software  Categories 

This  segmentation  indicates  the  product  categories  which  comprise 
systems  software. 

Systems  software  can  be  sub-divided  into  three  areas:  systems  control, 
datacentre  management  and  apphcations  development,  with  further 
detailed  sub-segmentation,  as  illustrated  in  Exhibit  1-3. 
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Exhibit  1-3 


Systems  Software  —  Sector  Analysis 
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Exhibit  1-4 


Applications  Software  —  Sector  Analysis 
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2.  Applications  Software  Categories 

Applications  software  products,  can  be  neatly  segmented  by  vertical 
markets  as  shown  in  Exhibit  1-4. 
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3.  Geographical  Segmentation 

Territories  analysed  are: 

•  Europe 

•  France 

•  Germany 

•  U.K. 

•  Italy 

•  Rest  of  Europe, 

4.  Hardware  Platform  Segmentation 

Hardware  platforms  analysed  are: 

•  Client 

•  Server 

•  Mainframe. 

5.  Revenue  Analysis 

For  each  level  of  analysis,  breakdowns  are  shown  of: 

•  Software  product  revenues 

•  Software  product  support  revenues 

•  Software  product  support  revenues  as  a  percentage  of  software 
product  revenues. 


Methodology 

INPUTs  methodology  for  market  analysis  and  forecasting  remains 
consistent  with  that  used  in  previous  years. 

The  research  process  is  accomplished  through  interviews,  the  use  of 
pubhc  data  such  as  press  articles  and  annual  company  reports  and 
estimates  by  INPUT  consultants. 

This  report  used  the  follo^^Tng  sources  of  information: 

•  A  vendor  research  programme  of  interviews  with  over  five  hundred 
software  and  services  vendors  across  Europe 
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•  Secondary  research  from  INPUT'S  corporate  library 

•  Secondary  research  from  online  information  sources 

•  Ongoing  analysis  of  European  software  products  and  information 
services  markets 

•  Note  that  IBM  have  been  excluded  from  the  software  product  support 
data  as  IBM  support  is  bundled  with  IBM  products. 

Demographic  data  have  also  been  used  to  validate  market  sizes.  INPUT 
uses  sources  such  as  the  panorama  of  EC  industry  published  by  the 
European  Commission  to  check  trends  in  sector  expenditures  and 
employee  levels  in  different  industries. 

Across  different  countries,  there  is  Httle  consistency  of  methodology 
between  secondary  sources.  Different  countries  measure  things 
differently.  So  INPUT  has  in  most  cases  modified  the  resulting  market 
assessments  to  provide  a  consistent  view  which  better  reflects  the  market 
understanding  obtained  from  INPUT'S  continuous  user  and  vendor 
research. 


Report  Structure 

The  remaining  chapters  of  this  report  are  organised  as  follows: 

Chapter  II  is  an  executive  overview  that  summarises  the  major  issues 
and  INPUT'S  recommendations. 

Chapter  III  analyses  the  market  drivers  and  delivery  sources  in  the 
European  Software  Product  Support  Market. 

Chapter  IV  provides  INPUTs  estimates  of  growth  in  the  software  product 
support  market  over  the  period  from  1995  to  2000  in  Europe  as  a  whole. 
The  market  is  analysed  by  systems  software,  apphcations  software, 
hardware  platform  and  geographical  territory. 

Chapter  V  provides  INPUTs  estimates  of  growth  in  the  software  product 
support  market  over  the  period  from  1995  to  2000  for  the  four  largest 
European  economies,  namely,  Germany,  France,  Italy  and  the  United 
Kingdom. 
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Appendix  A  contains  details  of  INPUT'S  estimates  of  growth  in  the 
software  product  and  software  product  support  markets  over  the  period 
from  1995  to  2000,  broken  down  by  territory,  systems  software, 
applications  software  and  hardware  platform. 

Appendix  B  hsts  the  exchange  rates  and  inflation  assumptions  used  in 
the  compilations  of  market  forecasts  in  this  report. 

F   

Related  INPUT  Research  Material 

Recent  INPUT  reports  which  address  topics  related  to  the  subjects 
discussed  here  include  the  foliowing: 

European  Software  and  Services  Market  Forecast  —  Europe  1995-2000 
IT  Customer  Services  Market  Trends  &  Forecast  —  Europe  1995-2000 
IT  Customer  Services  Competitive  Analysis  —  Europe  1995 
Vendor  Software  Product  Support  Strategies  —  Europe  1995 
Supporting  Client /Server  Systems  —  Europe  1994 
European  Market  Futures  —  1994-1999 

Desktop  Network  Support  Opportunities  — -  Europe  1994-1999 

European  Software  Product  Support,  New  Open  Market  Opportunities  — 
1994 

Systems  Software  Support  Contracts  in  an  Open  Environment  —■  Europe 
1993. 
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Executive  Overview 


A  

Soft\A/are  Product  Support  -  An  Underexploited  Market 

The  software  product  support  market  in  Europe  has  grown  into  a  $3.4 
billion  market  over  the  last  few  years  as  vendors  have  started  to  view 
software  product  support  as  both  a  means  of  generating  revenue  and  as 
an  instrument  for  gaining  a  competitive  advantage. 

Furthermore,  the  market  can  be  expected  to  be  worth  $5.5  billion  by  the 
year  2000  as  illustrated  by  Exhibit  II-l. 


Exhibit  11-1 


Growth  in  the  Software  Product  Support 
Market,  Europe,  1995  to  2000 


□  Open  Software  Product  Support 

■  Nod  Open  Software  Product 
Support 
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Historically,  software  product  support  was  perceived  as  a  cost  to  the 
systems  and  software  product  vendors.  As  more  product  vendors 
introduced  support  charges  separately  from  the  cost  of  the  product, 
support  has  increasingly  become  perceived  by  such  vendors  as  a  profit 
centre. 

Additionally,  the  migration  to  open  cHent/server  environments  is 
precipitating  an  increase  in  the  provision  of  open  support  by  independent 
vendors.  Microsoft  has  made  a  major  contribution  to  the  development  of 
the  open  support  market  by  authorising  third  parties  to  support  their 
products.  Increasing  numbers  of  product  oriented  companies  such  as 
Microsoft  can  be  expected  to  focus  on  their  core  business  and  encourage 
third  parties  to  support  their  products. 

However,  vendors  wishing  to  offer  open,  multivendor  support  services 
have  foxmd  it  necessary  to  adopt  a  partner-centric  approach  which  will 
enable  them  to  fully  support  all  software  components  found  in  the 
increasingly  prevalent  client/server  environment. 

The  growing  market  can  be  expected  to  continue  this  evolution  as 
partnerships  become  crucial  elements  of  support  strategies  as  shown  in 
Exhibit  II-2 


Exhibit  11-2 


Support  Services  Futures 
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In  order  to  maximise  the  open  software  product  support  opportimity, 
vendors  need  to: 

•  Understand  the  forces  driving  the  software  product  support 
market 

•  Recognise  the  competition  in  the  form  of  different  support  sources 

•  Identify  and  target  appropriate  market  segments  and  satisfy 
customer  needs. 


B  

Trends  Driving  the  Software  PrcxJuct  Support  iVlarket 

Users  no  longer  rely  so  heavily  on  the  custom  development  of  software. 
Instead,  a  preference  is  being  shown  for  cheaper  standardised  software 
products.  This  trend  has  prevailed  for  many  years  in  the  j&eld  of  systems 
software,  and  is  now  exerting  a  massive  influence  on  applications 
software. 

Effective  support  is  of  vital  importance  to  users  particularly  in  business 
critical  environments,  and  the  support  market  is  expected  to  expand  as 
user  requirements  grow. 

The  advent  of  cHent/server  technologies  has  further  enhanced  the 
potential  of  the  software  support  market.  Not  only  are  products  more 
complex  due  to  mixed  platforms  and  networking,  but  also  the  adoption  of 
new  technologies  outside  the  large  datacentre  and  within  user 
departments  has  meant  that  more  intensive  user  support  is  needed. 

Two  of  the  major  developments  in  the  software  market  this  year  have 
been  the  launch  of  Windows  95  and  the  increased  level  of  penetration 
made  by  Windows  NT  in  traditional  UNIX  markets. 

Over  the  next  five  years,  Windows  95  will  significantly  impact  the  market 
for  software  product  support.  In  1996,  an  increased  rate  of  migration  to 
Windows  95  is  expected.  This  will  not  only  precipitate  an  increased  level 
of  demand  for  Windows  95  itself  but  also  for  products  which  interoperate 
with  the  product.  The  impact  of  the  Windows  95  migration  will  be  felt 
strongly  until  1998  and  is  expected  to  tail  off  as  the  turn  of  the  century 
approaches 

Essentially,  the  launch  of  Windows  95  wOl  cause  a  demand  shock  as 
demand  for  support  increases.  This  will  also  lead  to  higher  prices  for 
support  provision  in  the  short  term  given  the  limited  capacity  of  software 
product  support  services  (see  Exhibit  II  -3). 
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Exhibit  II-3 


Demand  Shock  Caused  by  the  Launch  of  Windows  95 
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Until  recently,  Windows  NT  was  viewed  by  user  organisations  as  an 
unreliable,  unproven  product  with  limited  scalability.  However,  over  the 
past  year,  perceptions  have  changed  dramatically.  The  product  is  now 
perceived  to  be  scalabable  and  robust.  A  greater  number  units  of 
Windows  NT  are  currently  being  shipped  than  any  single  UNIX  variant 
and  over  the  next  year  it  could  well  outship  all  UNIX  variants  combined. 

When  choosing  between  UNIX  and  NT,  one  of  the  main  selection  criteria 
is  support.  UNIX  vendors  can  be  expected  to  enhance  their  support 
offerings  in  order  to  compete  more  effectively  with  NT  which  is 
considered  to  be  well  supported. 

Exhibit  II-4  shows  INPUTs  estimates  of  growth  in  the  overall  software 
product  market,  and  in  the  support  sector  of  that  market. 

The  software  product  support  market  is  expected  to  grow  at  a  faster  rate 
than  the  software  product  market  of  which  it  is  a  component. 
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Exhibit  IW 


Growth  in  Software  Product  and  Software  Product  Support 
Markets,  Europe,  1995  to  2000 
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The  forces  driving  the  development  of  the  software  product  support 
market  fall  into  the  follov^ing  categories: 

•  Changes  in  the  software  product  market 

•  Underlying  business  trends 

•  Technology  trends. 

1.  Changes  in  the  Software  Product  Market 

Increasing  competition  has  provoked  systems  and  software  product 
vendors  to  use  service  provision  as  a  means  of  gaining  a  competitive 
advantage  and  generating  additional  revenue  streams.  The  software 
product  market  has  changed  from  being  almost  exclusively  technology- 
driven  to  one  in  which  customer  requirements  play  an  increasingly 
important  role. 

This  trend  is  reinforced  by  increased  software  complexity  and  the  open 
nature  of  successful  software  products.  The  demand  for  software  product 
support  is  continually  increasing  as  a  much  larger  number  of  users,  many 
of  whom  are  relative  novices,  use  complex  new  technology  and  need 
multivendor  support. 

At  the  midrange  server  level  where  Windows  NT  is  making  significant 
inroads  into  UNIX  market  shares,  the  provision  of  multivendor  support  is 
increasingly  considered  as  a  strategic  weapon  by  UNIX  vendors. 
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The  recent  launch  of  Windows  95  has  stimulated  the  support  market  as 
increasing  numbers  of  users  migrate  to  the  new  32  bit  environment  and 
demand  high  quahty  multivendor  support  either  for  Windows  95  or  for 
products  that  interoperate  with  it. 

Systems  and  software  product  vendors  are  now  forced  to  offer  high 
quahty,  tailorable,  multivendor  support  in  order  to  maintain  customer 
loyalty  and  satisfy  demand  in  an  increasingly  competitive  market. 

Vendors  have  witnessed  significant  falls  in  software  product  prices 
combined  with  escalating  development  and  support  costs  and 
increasingly  respond  to  this  challenge  by  opting  for  one  or  both  of  the 
following  general  strategies: 

•  Outsource  support  to  a  third  party 

•  Charge  for  support. 
2.  Business  Trends 

Cost  justification  and  benchmarking  play  increasingly  important  roles  in 
cost  containment  and  greater  emphasis  is  now  placed  on  retaining  only 
core  business  activities  in-house. 

Speciahsing  in  niche  markets  is  becoming  more  significant  as  companies 
attempt  to  identify  and  exploit  their  core  competencies. 

There  is  an  increasing  trend  for  software  product  vendors  and  enterprises 
to  contract  out  software  product  support  as  they  attempt  to  compete 
effectively  on  the  basis  of  their  product  oriented  strengths. 

However,  many  systems  vendors  have  opted  to  focus  on  service  provision 
and  exploit  the  growing  opportunities  in  the  open  software  product 
support  market. 

Customers  no  longer  source  all  FT  requirements  from  one  vendor. 
Vendors  tend  to  specialise  in  particiilar  market  segments.  Currently,  the 
customer's  system  is  likely  to  consist  of  elements  from  multiple  sources, 
and  each  component  potentially  requires  support  from  a  different  source, 
which  can  be  frustrating. 

Moreover,  customers  are  now  demanding  the  convenience  of  sourcing 
support  from  one  vendor.  In  order  to  satisfy  this  demand,  vendors  must 
provide  multivendor  support  at  a  considerable  cost.  These  changes  have 
contributed  to  the  emergence  of  vendors  who  charge  for  these  offerings. 
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3.  Technology  Trends 

Increasing  migration  from  the  proprietary  mainframe  environment  to 
open  cUent/server  architecture  is  revolutionising  software  product 
support  provision. 

Software  complexity  is  increasing  and  users  require  multivendor  support 
as  software  components  originate  from  a  number  of  different  vendors. 

The  growing  commoditisation  of  software  products  has  created  an 
environment  in  which  it  is  not  necessary  for  support  to  be  sourced  from 
the  product  vendor.  Third  parties  are  now  capable  of  providing  a  high 
standard  of  support  at  competitive  prices. 

At  present,  most  multimedia  and  Internet  technology  is  sourced  from 
many  different  vendors.  The  increasing  significance  of  these  technologies 
will  provide  a  further  impetus  to  the  open  support  market. 


c  

The  Competitive  Environment  for  Software  Product  Support 

1.  Independent  Support  Vendors 

Increasing  numbers  of  support  vendors  are  now  offering  independent 
software  product  support.  Traditionally,  support  was  sourced  from  the 
product  vendor,  however,  the  open  market  for  both  products  and  support 
has  created  an  opportunity  for  third  parties. 

Systems  vendors  in  particular  are  embracing  the  open  support  market. 
For  example,  Digital's  Multivendor  Customer  Services  (MCS)  division, 
ICL  Sorbus,  Ohvetti's  Oliservice  and  the  global  support  services  division 
of  Unisys  now  offer  a  variety  of  product  support  services  for  products  that 
do  not  originate  from  their  product  divisions.  Many  other  systems 
vendors  are  creating  business  units  that  specialise  in  the  provision  of 
support  services. 

Some  software  product  vendors,  notably  Microsoft,  have  encouraged  the 
independent  support  sector  by  certifying  independent  companies  to 
provide  support  for  their  products.  The  company  has  estabHshed  a 
network  of  desktop  support  partners  (DSPs)  and  authorised  support 
centres  (ASCs)  to  support  Microsoft  products.  Microsoft  has  made  it  clear 
that  it  wishes  to  remain  product  oriented  and  aims  to  reduce  the  amount 
of  support  it  provides  directly. 
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As  INPUT  anticipated,  a  number  of  independent  vendors  that  focus  solely 
on  the  provision  of  software  product  support  have  shown  high  rates  of 
growth  and  are  beginning  to  penetrate  the  support  market.  Such  vendors 
tend  not  to  offer  support  for  the  most  complex  chent/server  software. 
Instead  they  tend  to  offer  low  cost,  multivendor,  desktop  support  services. 
These  organisations  can  be  expected  to  grow  and  a  significant  number  of 
new  organisations  of  this  nature  can  be  expected  to  emerge. 

Professional  services  vendors  and  training  companies  are  now  leveraging 
their  in-house  expertise  to  capitalise  on  the  growth  of  the  open  software 
product  support  market.  Given  the  increasing  trend  towards  software 
standardisation  and  the  increasing  unwillingness  of  customers  to  pay 
enormous  sums  and  wait  for  considerable  periods  of  time  for  custom 
developments,  professional  services  vendors  are  beginning  to  view 
software  product  support  as  an  opportunity  to  compensate  for  lost 
revenue. 

Training  companies  have  also  entered  the  software  product  support 
market.  However,  they  must  be  wary  of  losing  focus.  Many  such 
companies  are  entering  additional  alternative  markets  that  would  have 
until  recently  been  considered  to  be  the  domain  of  professional  services 
vendors. 

VARs  and  dealers  have  seen  a  dramatic  reduction  in  margins  generated 
from  reselling.  Therefore,  some  have  come  to  regard  the  support  market 
as  an  opportunity  to  regain  lost  revenue  streams  and  to  maintain 
customer  loyalty.  VAEs  and  dealers  are  well  positioned  to  use  support  as 
a  means  of  maintaining  customer  loyalty  by  virtue  of  their  commonly 
held  roles  as  niche  vertical  market  suppliers. 

2.  Product  Vendors 

Many  systems  vendors  now  view  the  market  as  an  opportunity  to  provide 
multivendor  support  at  the  enterprise  level  and  preserve  revenue 
streams  that  were  traditionally  considered  to  be  captive  and  theirs  by 
default. 

Until  recently,  these  players  could  rely  on  significant  proportions  of 
hcence  revenues  following  on  annually  in  support  charges.  Now  they  are 
witnessing  the  demise  of  the  datacentre,  the  source  of  a  large  part  of 
these  revenues. 

They  are  now  aiming  not  only  to  protect  this  source  of  income,  but  also  to 
use  the  provision  of  software  support  services  as  a  strategic  tool  with 
which  to  penetrate  the  burgeoning  corporate  client/server,  multivendor 
environment. 
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Given  that  software  product  vendors  are  experiencing  increased 
competitive  pressures,  one  might  expect  these  vendors  to  grasp  the 
opportunity  to  offer  support  as  both  a  means  of  gaining  a  competitive 
advantage  and  generating  additional  revenue. 

However,  many  software  product  vendors  have  not  embraced 
opportunities  in  the  support  market.  Instead,  many  have  reacted  in  the 
following  ways: 

•  Outsource  support  provision  and  focus  on  the  software  product 

•  Retain  traditional  strategy  and  provide  support  as  part  of  the 
hcense  fee  in  the  hope  that  non  chargeable  support  will  offer  a 
competitive  advantage. 

Two  of  the  leading  software  product  vendors,  namely  Microsoft  and 
Novell,  have  opted  to  outsource  support.  More  large  product  oriented 
software  companies  can  be  expected  to  foUow  this  lead  as  the  logistical 
problems  of  support  provision  detract  such  companies  from  their  core 
business  areas. 

Similarly,  increasing  numbers  of  product  oriented  systems  vendors  can  be 
expected  to  outsource  support  provision  to  third  parties. 


P  

Identifying  and  Targeting  Appropriate  Market  Segments 

The  market  can  be  segmented  in  several  useful  ways.  Different  segments 
will  expose  varying  degrees  of  opportunity  to  different  types  of  vendor.  By 
examining  the  various  market  segmentation  scenarios,  vendors  can 
stratify  different  levels  of  opportunity. 

The  software  support  market  can  be  broken  down  into  the  following  two 
categories: 

•  Systems  software 

•  Applications  software. 

The  applications  software  segment  can  be  expected  to  show  more 
significant  growth  than  the  systems  sector  as  businesses  increasingly 
demand  specific  applications  that  closely  match  business  processes. 
Systems  software,  however,  is  becoming  increasingly  standardised. 

It  can  be  further  analysed  by  the  following  hardware  platform  categories: 
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•  Mainframe 

•  Server 

•  Client. 

The  continuing  decline  of  the  mainframe  suggests  that  the  server  and 
client  environments  where  cHent/server  applications  flourish  are  likely  to 
be  major  growth  areas  for  software  product  support  revenues. 

Sources  of  support  are  analysed  and  the  market  is  split  by: 

•  Systems  vendors 

•  Software  product  vendors 

•  Independent  vendors. 

The  independent  sector  can  be  expected  to  show  the  highest  growth  rates 
as  systems  and  software  product  vendors  increasingly  outsource  support 
to  third  parties. 

In  this  report  the  market  is  also  geographically  segmented  into  the 
following  country  categories: 

•  Germany 

•  France 

•  Italy 

•  United  Kingdom 

•  Rest  of  Europe. 

The  market  can  also  be  segmented  by  a  variety  of  other  means  such  as 
applications  sub-categories,  operating  systems  and  vertical  markets. 
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E  

Success  Factors  in  Softvvare  Product  Support 

Irrespective  of  their  reasons  for  wishing  to  offer  software  support 
services,  vendors  who  wish  to  succeed  within  the  support  arena  must 
consider  the  issues  listed  in  Exhibit  II-5. 

Continuous  INPUT  research,  has  indicated  a  significant  level  of 
dissatisfaction  with  the  support  currently  offered  by  many  vendors. 
Frequently,  users  perceive  a  lack  of  value  for  money  from  support 
services  particularly  at  the  midrange  and  high  end  server  levels. 


Exhibit  11-5 

Key  Success  factors  for  Software  Support  Vendors 


•   Ensure  that  support  is  user  oriented,  not  product  oriented 

•   Relate  support  offerings  to  the  client/server  arena 

•   Form  partnerships  with  other  vendors  to  address 
multivendor  support  needs 

•   Utilise  technology  to  reduce  costs 

•   Commit  to  quality. 

Source :  INPUT 
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Exhibit  11-6 

Changing  Focus  of  Support  Services 


Product  Related  Support  People  Related  Support 


Source:  INPUT 


At  the  desktop,  users  have  only  recently  started  paying  for  what  had 
previously  been  a  hidden  cost.  Users  have  high  expectations  of  service 
levels  once  they  are  specifically  paying  for  them,  and  initial  reactions  are 
not  altogether  favourable. 

Providing  perceived  value  for  money  is  essential.  Research  suggests  that 
this  can  be  achieved  by  offering  user  oriented  support  as  opposed  to 
product  oriented  support. 

Exhibit  II-6  shows  some  of  the  traditional  product  oriented  support 
offerings  and  Hsts  some  of  the  people  oriented  offerings  that  can  be 
expected  to  receive  more  emphasis  from  vendors  in  the  future. 

The  provision  of  services  that  are  tailored  to  speciJ&c  user  categories 
rather  than  standardised  services  is  necessary.  Vendors  must  recognise 
that  a  hierarchy  of  user  requirements  exists.  Expert,  technically 
orientated  users  require  a  totally  different  level  of  support  from  non- 
technical, novice  operators.  Support  services  need  to  be  segmented  in 
order  to  cater  for  this  hierarchy  of  needs. 

The  migration  to  client/server  environments  has  increased  demand  for 
multivendor  support  from  a  single  source.  Vendors  must  embrace 
partnerships  in  order  to  be  able  to  provide  broad  multivendor  software 
product  support. 

SAP  is  an  excellent  example  of  a  software  product  vendor  that  offers 
multivendor  support  by  using  helpdesk  staff  who  specialise  in  databases 
and  operating  systems  as  well  as  SAP's  own  products. 
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Technological  advances  enable  software  product  support  to  be  delivered 
in  an  efficient  and  cost-effective  manner.  Vendors  must  adopt  these 
advances  in  order  to  remain  competitive.  Technological  advances  that 
enhance  software  product  support  services  in  terms  of  cost  and  dehvery 
include: 

•  Implementing  helpdesk  management  software 

•  Using  telephony  services  for  call  queuing  and  call  management 

•  Using  online  services  for  remote  software  delivery  and  as  a  vehicle 
for  the  provision  of  support  services. 

Vendors  must  commit  to  quahty.  Customers  are  likely  to  choose  vendors 
who  have  attained,  for  example,  the  ISO  9000  quality  certification. 

The  market  for  software  product  support  can  only  be  successfully 
exploited  if  vendors  offer  multivendor  support  in  response  to  the 
burgeoning  cHent/server  environment. 

However,  many  vendors  do  not  wish  to  become  embroiled  with  the 
logistical  compHcations  of  support  provision  and  have  opted  to  encourage 
third  parties  to  support  their  products.  Additionally,  software  products 
are  becoming  more  standardised  which  facilitates  the  provision  of 
support  by  independent  companies. 

The  market  for  software  product  support  can  be  expected  to  become 
increasingly  open  as  more  product  vendors  opt  to  outsource  their  support 
to  third  parties  and  independent  companies  establish  sophisticated 
infrastructures  which  enable  them  to  support  commonly  used  software 
products. 
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Key  Considerations:  Market  Drivers 
and  Delivery  Sources 


Market  Trends 

The  commoditisation  of  rapidly  advancing  technology  coupled  with  a 
dynamic  business  environment  has  forced  down  software  product  prices 
and  eroded  margins.  This  has  provoked  vendors  to  seek  extra  revenue 
from  IT  services  and  to  use  services  as  a  means  of  gaining  a  competitive 
advantage. 

Additionally,  as  the  use  of  IT  becomes  more  prevalent,  the  demand  for 
open  software  product  support  increases. 

The  software  product  support  market  will  inevitably  be  a  shaped  by  the 
following  factors: 

•  Business  trends 

•  Technology  trends 

•  Developments  in  the  software  product  market. 
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Exhibit  lil-1 


Forces  Shaping  the  Software  Product  Support  Market 


Technological  Trends 


Product  Market  Development 


Business  Trends 


Source:  INPUT 


1.  Business  Trends 

The  main  driving  forces  from  a  business  perspective  are  as  follows: 

•  There  is  an  increased  propensity  for  organisations  to  concentrate 
on  their  core  competencies,  and  thus  outsource  support 

•  A  deflationary  economic  environment  is  placing  emphasis  on  cost 
containment 

•  The  trend  towards  devolving  the  decision-making  process  to  the 
business  unit  level  from  the  corporate  level 

•  An  increase  in  the  influence  of  the  end-user  relative  to  the  IS 
department. 

2.  Technology  Trends 

The  technological  revolution  continues  to  radically  alter  the  nature  of  the 
IT  industry. 

Many  IT  businesses  are  using  technology  as  a  means  of  containing  the 
costs  of  providing  software  product  support. 
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Technology  related  trends  that  are  driving  the  market  are: 

•  The  use  of  Computer  Telephony  Integration  (CTI)  technology 

•  The  use  of  helpdesk  management  software 

•  The  use  of  CD-ROM  for  distribution  of  known  problems  and 
problem  resolutions 

•  The  use  of  video  and  desktop  conferencing  technology 

•  The  exponential  growth  of  Internet  usage 

•  Improving  PC/workstation  price/performance  ratio 

•  The  growing  range,  complexity,  and  sophistication  of  software 
products  precipitated  by  migration  to  cHent/server  environments. 

3.  Software  Product  Market  Trends 

The  following  software  product  trends  are  driving  the  market: 

•  Falling  software  product  prices 

•  Escalating  development  costs 

•  DecHning  profit  margins 

•  The  growing  commoditisation  of  software  products 

•  The  recent  launch  of  Windows  95 

•  Market  consolidation,  with  large  vendors  like  Microsoft  and  Oracle 
dominating  the  market. 

These  market  conditions  have  resulted  in  an  increase  in  chargeable 
software  product  support  provision  as  companies  attempt  to  compensate 
for  lost  product  revenue  and  exploit  new  open  market  opportunities. 


B  

ConfempotBry  Issues  Affiecting  the  Market 

1.  The  Launch  of  Windows  95 

Over  the  next  year,  at  least  a  third  of  current  Windows  desktop  platforms 
can  be  expected  to  be  upgraded  to  Windows  95.  The  market  for  systems 
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software  support  in  particular  will  be  stimulated  by  this  development.  In 
addition,  there  is  likely  to  be  a  high  level  of  demand  for  initial  user 
training. 

Microsoft  has  anticipated  Hkely  support  capacity  problems  and  found  it 
necessary  to  stimulate  the  market  for  third  party  support  provision  for 
their  products.  Systems  vendors  are  exploiting  this  opportunity  and 
many  have  signed  up  as  Microsoft  Authorised  Support  Centres  and 
Microsoft  Desktop  Support  Partners.  A  growing  number  of  software 
product  vendors  can  be  expected  to  encourage  third  party  support  for 
their  products. 

Additionally,  migration  will  increase  demand  for  associated  software 
product  support.  Over  the  next  year,  users  will  inevitably  encounter 
problems  relating  to  running  legacy  appHcations  software,  and  installing 
and  using  some  new  software  apphcations. 

A  recent  INPUT  study  estimates  the  impact  of  Windows  95  on  the 
markets  for  systems  and  appHcations  support  over  the  next  five  years. 

In  1996,  support  precipitated  by  migration  to  Windows  95  can  be 
expected  to  account  for  14%  of  the  appHcations  support  market  and  15% 
of  the  systems  support  market. 


Impact  of  Windows  95  Migration  on  the  Software  Product 

Support  Market 


16  T 


0     4-  1  1  — H  :  -I  ¥ 

1995  1996  1997  1998  1999  2000 


Share  of  Systems  S/w 
Prcxluct  Support  Market 

Share  of  Applications  S/w 
Product  Support  Market 


Year 


Source;  INPUT 


©  1996  by  INPUT.  Reproduction  Prohibited. 


MSMR 


SOFTWARE  PRODUCT  SUPPORT  TRENDS  AND  FORECAST  -  EUROPE  1995-2000 


INPUT 


2.  The  Growing  Significance  of  the  Internet 

The  exponential  growth  of  the  Internet  is  creating  two  major 
opportunities  for  support  providers: 

•  Demand  for  the  support  of  Internet  connectivity  software 

•  The  use  of  the  Internet  as  a  vehicle  for  the  dehvery  of  support. 

The  market  for  Internet  software  is  fragmented  and  relatively  immature. 
For  any  one  function,  the  user  has  a  huge  choice  of  software. 

This  situation  has  created  a  chaotic  market  for  software  product  support. 

Most  support  is  provided  by  software  product  vendors  and  is  frequently  a 
hidden  cost  of  the  product.  The  huge  variety  of  Internet  connectivity 
software  has  led  to  a  situation  where  Httle  or  no  support  is  provided  for 
some  products.  Support  provision  is  not  yet  considered  to  be  an  important 
means  of  gaining  a  competitive  advantage  as  the  market  is  still 
technology  driven. 

The  open  nature  of  the  Internet  has,  however,  resulted  in  the  provision  of 
multivendor  support  where  support  is  offered. 

The  immature  nature  of  this  market  holds  out  the  promise  of  significant 
opportunities  in  the  market  for  Internet  connectivity  software  support. 

Most  software  product  support  providers  have  begun  to  exploit  the 
Internet  as  a  cheap  and  efficient  means  of  deHvering  support  services. 

Providers  can  offer  the  following  online  services  via  the  Internet: 

•  Knowledge  bases 

•  Lists  of  frequently  asked  questions  (FAQs)  with  answers 

•  Bidletin  boards  posting  warnings  and  company  press  releases 

•  Access  to  online  upgrades 

•  Discussion  forums  (Usenet). 

It  is  increasingly  likely  that  companies  that  do  not  offer  online  services 
will  find  themselves  at  a  competitive  disadvantage.  A  recent  survey  of 
VARs  revealed  that  they  consider  the  development  of  remote  service 
capabihty  to  be  by  far  the  most  important  area  for  future  investment. 
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3.  Server  Operating  Systems:  The  Battle  for  the  Middle  Ground 

In  the  server  operating  system  segment  of  the  market,  the  battle  lines 
are  being  drawn  between  the  UNIX  vendors  and  Microsoft  as  Windows 
NT  makes  further  inroads  into  the  traditional  UNIX  market  (see  Exhibit 
m-3) 

The  threat  to  UNIX  at  the  mid  to  high  end  of  the  market  is  not  difficult  to 
identify.  Microsoft  dominates  the  desktop  market  and  is  rapidly 
penetrating  the  LAN  server  market.  The  increased  stability,  scalabihty 
and  functionahty  of  NT  has  become  attractive  at  the  midrange  server 
level.  This  is  precisely  the  area  that  UNIX  has  dominated  over  the  last 
few  years.  If  the  UNIX  vendors  are  unable  to  hold  back  the  threat  of  NT, 
UNIX  wiH  become  increasingly  marginalised  at  the  high  end  of  the 
market. 

A  recent  INPUT  survey  indicated  that  software  product  support  provision 
will  increasingly  become  a  significant  choice  determinant  when  selecting 
a  midrange  server  operating  system. 

The  survey  also  revealed  that: 

•   Windows  NT  users  tend  to  source  support  externally  and  are 
generally  satisfied  with  the  service 
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•  Enterprise  wide  UNIX  users  are  more  likely  to  provide  internal 
support  and  express  a  greater  degree  of  dissatisfaction  with 
support  provided  by  third  parties. 

Therefore,  significant  opportunities  exist  for  the  provision  of  UNIX 
support.  Improved  UNIX  support  provision  will  also  improve  the 
competitive  position  of  UNIX  with  respect  to  Windows  NT. 

4.  Customer  Dissatisfaction 

INPUT  research  indicates  that  dissatisfaction  with  software  support 
remains  widespread,  particularly  with  regard  to  cost  and  quality. 

The  media  has  also  focused  on  customer  dissatisfaction  with  support 
offerings,  particularly  Microsoft  support  provision. 

As  increasing  numbers  of  PC  users  pay  for  support,  dissatisfaction  will 
become  more  widespread  unless  support  providers  ensure  that  support  is 
seen  to  offer  value  for  money. 

Software  product  support  is  still  perceived  to  support  the  product  and  not 
user.  Providers  are  not  seen  to  be  sensitive  to  user  requirements.  The 
type  and  depth  of  support  required  by  a  novice  user  differs  dramatically 
from  that  required  by  an  expert,  technically  orientated  operator. 
However,  most  support  offerings  remain  product-oriented. 

Many  providers  have  not  yet  recognised  that  it  is  the  user  who  needs  the 
support  service,  not  the  product.  Products  have  become  more 
standardised  but  users  are  and  will  always  be  highly  heterogeneous. 

Software  product  support  must  become  sufficiently  flexible  that  the  needs 
of  all  potential  customers  can  be  satisfied. 

5.  Marketing  and  Cost  Containment 

Competing  successfully  in  the  market  for  software  support  will  be 
enhanced  by  effective  marketing  of  support  services  and  the  provision  of 
those  services  in  an  efficient  and  cost-effective  manner. 

Customers  still  remain  sceptical  about  support  services,  largely  as  a 
result  of  past  experience,  but  also  because  of  negative  media  coverage. 
Thus,  more  innovative  marketing  strategies  will  be  required  by  serious 
players. 

Support  is  a  labour-intensive  and  costly  activity,  so  mechanisms  must  be 
developed  by  which  costs  can  be  reduced  whilst  increasing  productivity. 
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It  would  seem  logical  that  the  Internet  must  come  to  play  a  strategic  role 
in  the  distribution  of  the  support  product.  Online  services  have  already 
begun  to  demonstrate  that  they  can  be  used  as  cost  effective 
dissemination  methods. 

6.  Support  Becomes  a  Profession 

Historically,  help  desk  staff  were  perceived  as  technicians  with  minimal 
customer  service  skills.  However,  customer  service  skills  are  becoming 
increasingly  important.  Support  staff  are  now  recruited  not  just  on  the 
basis  of  their  technical  skills  but  also  their  communications  skills.  They 
are  often  required  to  communicate  in  more  than  one  language  which 
limits  the  number  of  people  ehgible  for  recruitment  into  a  support 
position. 

Given  that  software  product  support  is  a  labomr  intensive  activity  and  the 
market  for  such  support  is  becoming  increasingly  competitive,  providers 
will  need  to  employ  highly  qualified  staff  in  order  to  compete  effectively. 


c 

Sources  of  Software  Product  Support 

The  growth  of  the  market  for  software  product  support  has  attracted 
providers  from  different  market  segments.  Systems  vendors,  software 
product  vendors,  VAEs/dealers,  professional  services  companies,  training 
companies,  and  firms  specifically  focused  on  product  support  have  all 
penetrated  the  market.  Their  views  of  the  market  can  be  outlined  as 
follows: 

•  Systems  vendors  view  the  market  as  an  opportunity  to  provide 
multivendor  support  at  the  enterprise  level  and  preserve  revenue 
streams.  Furthermore,  it  is  often  seen  as  a  means  of  gaining  a 
competitive  advantage 

•  Software  product  vendors  have  witnessed  the  erosion  of  product 
hcence  revenues  as  products  have  become  increasingly 
standardised  and  available  from  multiple  sources,  leading  to  a 
growing  tendency  for  the  customer  to  migrate.  They  view  the 
support  market  as  an  opportunity  to  regain  lost  revenue  streams 
and  to  maintain  customer  loyalty  by  increasing  lock-in 

•  VARs/dealers  have  taken  the  opportunity  to  focus  on  the  provision 
of  specialist  support  for  vertical  markets.  They  aim  to  maintain 
customer  loyalty  by  positioning  themselves  as  specialists 
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•  Professional  services  companies  seem  to  view  the  market  as  an 
after-market  services  opportunity  following  a  solutions-sell,  i.e.  as 
a  value-added  extra 

•  Training  companies  often  foUow  a  similar  approach  to  professional 
services  vendors  in  the  sense  that  they  may  view  support  as  an 
extra.  However,  there  is  growing  evidence  to  suggest  that  many 
training  providers  are  actually  making  a  strategic  move  into  the 
software  product  support  market  in  order  to  gain  leverage  from 
their  existing  in-house  skills 

•  Independent  vendors  that  specialise  in  support  provision  are 
exploiting  the  open  market  as  barriers  to  entry  become  less 
impenetrable. 
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Exhibit  III-4 
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Exhibit  III-4  illustrates  the  support  vendor  categories  in  terms  of  the 
prices  charged  for  support  and  the  complexity  of  the  software  that  they 
support. 

1.  Systems  Vendors 

Until  recently  systems  vendors  enjoyed  a  captive  market  for  software 
product  support.  Support  revenues  have  ranged  from  15  to  30%  of  hcense 
revenues  per  annum. 

The  main  issue  facing  these  vendors  given  the  accelerating  decline  of  the 
mainframe  and  product  margins  in  general,  is  how  revenue  streams  can 
be  maintained. 

Systems  vendors  must  also  protect  their  corporate  account  position  and 
extend  it  enterprise -wide  in  order  to  encompass  the  multivendor 
network-centric  environment. 

They  are  in  a  strong  position  from  which  to  succeed  in  this  market. 
INPUT  research  indicates  that  enterprises  are  keen  to  maintain  a  direct 
relationship  -s^-ith  their  systems  vendor  in  order  to: 

•  Obtain  all  their  support  needs  from  one  source 

•  Obtain  all  their  support  needs  from  the  systems  vendor 

•  Improve  their  relationship  v-ith  vendors  in  terms  of  trust  and  loyalty. 
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2.  Software  Product  Vendors 

With  the  exception  of  the  datacentre  end  of  the  market,  support  has 
traditionally  been  viewed  by  the  software  product  vendor  as  a  necessary 
evil  and  was  usually  bundled  into  the  original  price  of  the  software 
licence.  The  situation  has  changed  dramatically  over  the  last  three  years. 
Software  product  support  is  now  usually  chargeable.  This  change  was 
triggered  by  falling  prices  in  the  software  product  market  coupled  with 
declining  margins. 

Many  software  vendors  are  still  not  treating  software  support  as  a  profit 
centre,  which  implies  that  it  is  not  yet  regarded  as  a  strategic 
opportunity,  but  more  as  an  opportunity  to  recoup  lost  revenues. 

There  is  evidence  to  suggest  that  some  product  vendors  view  software 
product  support  as  a  costly,  non-productive  activity  which  detracts  from 
development  activities.  Microsoft  indicated  that  they  wished  to  focus  on 
their  core  competency  of  software  development  and  have  responded  by 
stimulating  an  external  market  for  Microsoft  software  product  support. 
The  company  have  authorised  a  number  of  companies  to  provide  third 
party  support  for  their  products. 

3.  VARs/Dealers 

VARs/dealers  have  witnessed  dramatic  reductions  in  product  profit 
margins  coupled  with  increased  competition  over  the  last  few  years. 

Traditionally,  VARs/dealers  offered  specialised  support  in  a  specific 
vertical  market.  This  approach  has  been  maintained  allowing  such 
organisations  to  develop  a  strong  degree  of  customer  loyalty. 

They  have  been  forced  to  seek  alternative  means  of  compensating  for  lost 
product  revenue  streams.  Thus,  much  like  most  of  the  industry,  they 
have  entered  the  IT  services  market.  Software  product  support  is  one  of 
the  most  obvious  sources  of  revenue,  and  many  of  these  organisations 
have  grasped  the  opportunity  to  provide  such  services. 

Many  smaller  VARs/dealers  who  do  not  have  the  resources  to  provide 
comprehensive  support  services  and  wish  to  concentrate  on  the  core 
competencies  of  channel  related  services  have  acted  as  Value  Added 
Support  Resellers.  They  have  in  effect,  purchased  a  support  package  from 
an  external  source,  modified  it,  added  value  and  sold  it  on  to  the 
customer  with  a  significant  mark-up. 
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4.  Professional  Services  Vendors 

In  general,  professional  services  vendors  have  not  recognised  the 
software  product  support  market  as  an  opportunity  in  its  own  right.  This 
is  doubtless  because  software  products  have  traditionally  represented  a 
neghgible  portion  of  their  portfoHos,  their  prime  offering  being  based  on 
custom  development  activity. 

However,  it  is  likely  that  custom  work  margins  will  diminish  as  the 
future  of  the  software  market  lies  in  popular,  standardised,  software 
products. 

Therefore,  it  is  likely  that  professional  services  vendors  will  further 
penetrate  this  market. 

5    Training  Companies 

Many  larger  training  companies  have  long  had  the  opportunity  to  exploit 
many  market  sectors  beyond  their  traditional  territory.  Despite  the  fact 
that  they  are  likely  to  possess  the  necessary  resources  for  penetrating  a 
variety  of  markets,  few  companies  have  diversified  significantly. 

There  is  evidence  to  suggest  that  such  diversification  is  beginning  to 
occur.  For  example  Prince,  a  UK  based  company  who  are  normally 
associated  with  training,  generate  an  increasing  proportion  of  their 
revenue  from  the  provision  of  third  party  support. 

The  market  for  software  product  support  is  an  attractive  area  for  training 
companies  to  exploit  and  many  companies  have  seized  the  opportunity. 

Skilled  trainers  exercise  both  knowledge  of  a  wide  range  of  software 
products  and  their  commimications  skills  on  a  regular  basis.  These  two 
capabilities  enable  them  to  provide  software  product  support. 

Historically,  support  staff  were  specialised  technical  experts  who  did  not 
treat  support  provision  as  a  profession  in  its  own  right.  As  the  market  for 
software  product  support  services  matures,  it  is  becoming  necessary  to 
use  highly  skilled  individuals  with  a  broad  software  knowledge  and 
excellent  communications  skills. 

6.  Independent  Software  Product  Support  Vendors  that  focus  on 
support 

The  emergence  of  firms  such  as  ActionTrac  that  are  specifically  focused 
on  the  provision  of  independent  multivendor  software  product  support  is 
a  relatively  new  phenomenon. 
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By  specialising  piirely  in  providing  low  cost  multivendor  support  services, 
these  vendors  benefit  from  the  economies  of  scale  derived  from  focusing 
on  this  area.  They  are  usually  able  to  offer  24x7  support  at  considerably 
lower  prices  than  their  competitors  which  indicates  that  they  are  likely  to 
make  significant  inroads  into  the  market  for  open  softs\''are  support 
provision. 

For  example  one  UK  company  charges  S120  per  user  per  year  for 
unlimited  24x7  support  which  covers  the  most  commonly  used  systems 
and  applications  software. 

Such  vendors  invest  heavily  in  training  their  staff  in  the  software 
supported  and  communications  skills. 
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Software  Product  Support  Market 
Europe  1995-2000 


A  

The  European  Software  Product  Support  Market 

Traditionally,  software  product  support  has  not  been  identified  as  a 
market  in  its  own  right  but  has  been  subsumed  within  the  software 
product  market. 

The  market  for  software  product  support  in  Europe  will  continue  to  grow 
in  size  as  the  market  for  software  products  develops. 

The  support  sector  is  expected  to  grow  faster  than  the  total  product 
sector,  however,  it  will  continue  to  account  for  less  than  15  percent  of  the 
total  value  of  the  product  sector. 

Exhibit  IV- 1  shows  INPUT'S  estimate  of  the  current  size  and  anticipated 
growth  of  the  market  for  software  product  support  relative  to  the  total 
market  for  software  products. 
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Exhibit  IV-1 


Software  Product  and  Software  Product  Support  Markets 
Europe  1995-2000  ($  Billions) 


□  Software  Product  Support 
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B  

Systems  and  Applications  Software  Product  Support 

The  markets  for  both  systems  and  applications  software  product  support 
are  expected  to  show  significant  growth  over  the  next  five  years. 

The  market  for  applications  software  product  support  can  be  expected  to 
grow  at  a  faster  rate  than  the  market  for  systems  software  product 
support.  Furthermore,  the  value  of  the  market  for  apphcations  software 
support  is  expected  to  echpse  the  market  for  systems  software  support  by 
the  end  of  1996. 

The  higher  rate  of  growth  in  the  apphcations  software  product  sector  can 
largely  be  attributed  to  the  increasing  number  of  products  that  have  been 
tailored  for  specific  business  critical  functions. 

The  growth  in  the  systems  software  product  support  sector  can  largely  be 
attributed  to  the  same  factors  that  influence  the  apphcations  software 
product  support  market.  However,  systems  software  products  tend  to  be 
more  standardised  which  is  often  reflected  in  associated  support 
arrangements. 
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Exhibit  IV-2 


Software  Product  Support  Market  by  Software  Product  Type, 

Europe  1995-2000  ($  Billions) 
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Exhibit  IV-2  illustrates  growth  in  both  segments  of  the  market  over  the 
next  five  years. 


c  

Software  PrcxJuct  Support  Market  by  Hardware  Piatform 

Software  product  support  can  also  be  segmented  by  hardware  platform. 
INPUT  uses  three  broad  categories  of  platform  namely  mainframe, 
server,  and  client. 

Exhibit  IV-3  illustrates  segmentation  by  hardware  platform  in  1995. 


Exhibit  IV-3 


Software  Product  Support  by  Hardware  Platform, 

Europe  1995-2000 
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The  hardware  platform,  once  the  primary  consideration  in  any  system 
purchase  decision,  is  becoming  less  significant  as  a  choice  determinant. 

The  primary  criterion  is  more  likely  to  be  the  suitabihty  of  a  software 
solution  to  meet  customer  requirements.  Consequently,  the  major 
consideration  for  hardware  selection  will  generally  be  the  abihty  to  run  a 
chosen  software  solution. 

When  most  corporate  software  ran  on  mainframes,  software  product 
support  was  not  a  separate  consideration.  There  was  no  choice  of 
software  product  support  vendor. 

Until  recently,  PC  users  were  accustomed  to  free  product  support 
provided  by  software  product  vendors.  However,  as  real  prices  of  software 
products  continue  to  fall  and  margins  are  eroded,  there  has  been  a  trend 
for  vendors  to  charge  for  support. 

At  the  server  level,  software  that  offers  the  complex  functionahty  that 
was  previously  only  offered  at  the  mainframe  level  is  now  available. 
Moreover,  software  running  on  such  platforms  offers  highly  scalable  and 
open  solutions  that  are  precipitating  a  demand  for  open  support. 

For  these  reasons,  the  market  for  software  support  is  growing  on  both 
server  and  client  platforms  and  is  shrinking  at  the  mainframe  level. 

Exhibit  IV-4  illustrates  these  trends. 


Software  Product  Support  by  Hardware  Platform,  Europe  1995- 
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Exhibit  iV-5 

Systems  Software  Product  Support  by  Hardware  Platform, 
Europe,  1995-2000  ($  Millions) 
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Hardware  platform  categories  can  be  further  analysed  by  market  sizes  on 
each  platform  in  terms  of  software  product  type. 

Exhibit  IV-5  shows  the  systems  software  product  support  market  by 
hardware  platform  and  expected  growth  in  each  segment  over  the  next 
five  years. 

Exhibit  IV-6  shows  the  appHcations  software  product  support  market  by 
hardware  platform  and  expected  growth  in  each  segment  over  the  next 
five  years. 


Exhibit  IV-6 

Applications  Software  Product  Support  by  Hardware  Platform, 

Europe,  1995-2000  ($  Millions) 
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Software  Product  Support  Market  by  Vendor  Categories 

The  market  is  currently  served  by  three  principle  types  of  vendor: 

•  Independent  vendors 

•  Systems  vendors 

•  Software  product  vendors. 

Independent  vendors  include  VARs/dealers,  professional  services 
vendors,  training  companies  and  vendors  that  focus  specifically  on  the 
provision  of  support. 

Exhibit  IV- 7  illustrates  INPUTs  estimate  of  software  product  support 
market  shares  for  each  vendor  category.  Exhibit        and  exhibit  IV-9 
illustrate  INPUTs  estimates  of  vendor  market  shares  of  the  systems 
software  support  market  and  the  applications  software  support  market 
respectively. 


Exhibit  iV-7 


Total  Software  Product  Support  Market  by  Type  of  Vendor, 

Europe  1995 
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Exhibit  IV-8 


System  Software  Product  Support  Market  by  Type  of  Vendor, 

Europe  1995 
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Exhibit  IV-9 


Applications  Software  Product  Support  Marl<et  by  Type  of  Vendor, 

Europe  1995 
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E  

Software  Product  Support  by  Geographical  Territory 

In  Europe,  well  over  two-thirds  of  the  market  for  software  product 
support  is  concentrated  in  the  four  largest  economies. 

Exhibit  IV- 10  illustrates  market  sizes,  spht  by  software  category  for  the 
these  four  economies. 

Chapter  V  will  provide  more  detailed  market  forecasts  for  France, 
Germany,  the  United  Kingdom,  and  Italy. 


Exhibit  IV-10 


Software  Product  Support  by  Major  Country, 
Europe  1995  ($  Millions) 


375 


I 


200 


I 


□Applications  Software 
■  Systems  Software 


1000 


Source;  INPUT 


44 


©  1996  by  INPUT.  Reproduction  Prohibited 


MSMR 


SOFTWARE  PRODUCT  SUPPORT  TRENDS  AND  FORECAST  -  EUROPE  1995-2000 


INPUT 


Country  Market  Analysis 


A  

The  Software  Product  Support  Market  in  France 

The  market  for  software  products  has  grown  strongly  throughout  the  last 
few  years  and  continues  to  do  so. 

In  France,  pressure  on  product  prices  and  the  erosion  of  margins  is 
particularly  noticeable.  Vendors  and  channel  players  will  aim  to 
compensate  for  this  trend  by  offering  services. 

Software  product  support  is  likely  to  generate  lucrative  revenue  streams 
that  will  show  strong  growth  over  the  next  five  years.  They  will  also 
account  for  an  increasingly  large  proportion  of  the  market  for  software 
products. 

Exhibit  V-1  shows  INPUTs  estimate  of  the  current  size  and  anticipated 
growth  of  the  market  for  software  product  support  relative  to  the  total 
market  for  software  products. 
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Exhibit  V-1 


Software  Product  and  Software  Product  Support  Markets 
France  1995-2000  (FF  Millions) 
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1.  Software  Product  Category 

Exhibit  V-2  illustrates  growth  in  both  the  apphcations  and  systems 
segments  of  the  market  over  the  next  five  years. 


Exhibit  V-2 


Software  Product  Support  by  Software  Product  Category,  France 

1995-2000  (FF  Millions) 
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The  applications  software  product  support  market  in  France  is  currently 
second  only  to  Germany  in  size.  It  accounts  for  approximately  60%  of  the 
total  software  product  support  market  which  is  a  higher  proportion  of  the 
total  figure  than  for  any  of  the  other  three  large  European  economies. 

The  French  applications  software  product  support  market  shows  a  lower 
rate  of  growth  than  the  other  three  economies.  This  is  largely  due  to  the 
fact  that  the  appHcations  sector  accounts  for  a  higher  proportion  of  the 
total  market  than  is  the  case  in  the  other  countries. 

2.  Hardware  Platforms 

Exhibit  V-3  illustrates  segmentation  by  hardware  platform  in  1995. 


Exhibit  V-3 

Software  Product  Support  by  Hardware  Platform,  France  1995 


Total  Market  Size:  FF3075  million 


Source:  INPUT 


French  software  product  support  providers  generate  a  larger  proportion 
of  their  revenue  from  the  server  sector  and  a  lower  proportion  of  revenue 
from  the  mainframe  sector  than  providers  in  any  of  the  three  other  large 
European  economies. 
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Exhibit 

Software  Product  Support  by  Hardware  Platform,  France  1995- 

2000  (FF  Millions) 
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Although  mainframe  and  server  platform  segments  show  high  growth 
rates,  they  are  lower  than  those  of  the  other  three  economies. 

Exhibits  V-5  and  V-6  show  the  systems  and  apphcations  software  product 
support  market  by  hardware  platform,  and  expected  growth  in  each 
segment  over  the  next  five  years. 


Exhibit  V-5 


Systems  Software  Product  Support  by  Hardware  Platform,  France 

1995-2000  (FF  Millions) 


2000 


u. 

LL 

CO 


1000- 


0+ 


1600 


1995 


2000 


□  Client 

□  Server 
■  Mainframe 


Source:  INPUT 


48 


©  1996  by  INPUT.  Reproduction  Prohibited. 


MSMR 


INPUT 


Exhibit  V-6 


Applications  Software  Product  Support  by  Hardware  Platform, 

France  1995-2000  (FF  Millions) 
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B  

The  Software  Product  Support  Market  in  Germany 

Strong  and  steady  demand  in  Eastern  Germany  and  the  rapid  migration 
towards  client/server  environments  have  precipitated  high  rates  of 
growth  in  the  market  for  software  product  support. 

The  German  market  is  moving  towards  open  systems,  particularly  UNIX 
based  solutions. 

There  is  a  growing  trend  towards  the  use  of  dealer  channels  for  the 
provision  of  services.  Loyalty  towards  hardware  vendors,  though  still 
strong,  is  waning. 

Exhibit  V-7  shows  INPUTs  estimate  of  the  current  size  and  anticipated 
growth  of  the  market  for  software  product  support  relative  to  the  total 
market  for  software  products. 
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Exhibit  V-7 


Software  Product  and  Software  Product  Support  Markets 
Germany  1995-2000  (DM  Millions) 
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1.  Software  Product  Category 


Exhibit  V-8  illustrates  growth  in  both  the  apphcations  and  systems 
segments  of  the  market  over  the  next  five  years. 


Exhibit  V-8 


Software  Product  Support  by  Software  Product  Category, 
Germany  1995-2000  (DM  Millions) 
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Exhibit  V-9 


Software  Product  Support  by  Hardware  Platform,  Germany  1995 
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2.  Hardware  Platforms 

Exhibit  V-9  illustrates  segmentation  by  hardware  platform  in  1995. 

German  software  product  support  providers  generate  a  larger  proportion 
of  their  revenue  from  the  mainframe  sector  than  providers  in  the  three 
other  countries  and  a  lower  proportion  of  revenue  from  the  client  sector 
than  providers  in  any  of  the  three  other  large  European  economies. 


Exhibit  V-10 


Software  Product  Support  by  Hardware  Platform, 
Germany  1995-2000  (DM  millions) 
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Germany  shows  the  highest  growth  in  the  server  sector  of  all  the  four 
economies  and  records  the  highest  negative  growth  in  the  mainframe 
sector.  This  is  due  to  Germany's  large  installed  base  of  mainframe 
technology  and  rapid  adoption  of  client/server  technology. 

Exhibits  V-11  and  V-12  show  the  systems  and  apphcations  software 
product  support  market  by  hardware  platform  and  expected  growth  in 
each  segment  over  the  next  five  years. 


Exhibit  V-11 

Systems  Software  Product  Support  by  Hardware  Platform, 
Germany  1995-2000  (DM  Millions) 
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Exhibit  V-12 


Applications  Software  Product  Support  by  Hardware  Platform, 
Germany  1995-2000  (DM  Millions) 
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The  Software  Product  Support  Market  in  Italy 

The  Italian  economy  is  growing  steadily  although  certain  IT  sectors  are 
growing  extremely  rapidly  from  low  installed  bases. 

The  market  for  software  products  shows  a  9%  rate  of  growth,  equalled 
only  by  Germany  among  the  major  European  economies. 

The  ItaHan  support  market  is  characterised  by  small  to  medium-sized 
companies,  servicing  chents  on  a  local  basis. 

These  relatively  small  organisations  are  likely  to  respond  to  pressure  on 
product  prices  by  providing  support  services.  However,  it  is  likely  that 
such  companies  will  speciaHse  in  vertical  markets  to  a  greater  extent 
than  in  the  other  major  economies. 

The  Itahan  software  product  support  market  exhibits  a  CAGR  of  12% 
which  is  the  highest  rate  of  the  four  economies. 

Exhibit  V-13  shows  INPUTs  estimate  of  the  current  size  and  anticipated 
growth  of  the  market  for  software  product  support  relative  to  the  total 
market  for  software  products. 


Exhibit  V-13 

Software  Product  and  Software  Product  Support  Markets 
Italy  1995-2000  (Lira  Billions) 


□  Software  Product 
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■  Software  Product 
Market  (excluding 
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Exhibit  V-1 4 


Software  Product  Support  by  Software  Product  Type,  Italy 

1995-2000  (Lira  Billions) 
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1.  Software  Product  Category 

Exhibit  V-14  illustrates  growth  in  both  the  appHcations  and  systems 
segments  of  the  market  over  the  next  five  years. 

The  growth  systems  software  product  support  market  in  Italy  is  expected 
to  be  15%  which  is  the  highest  rate  of  the  four  economies. 


Exhibit  V-1 5 


Software  Product  Support  by  Hardware  Platform,  Italy  1995 
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Total  Market  Size:  Lira  570  billion 
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2.  Hardware  Platforms 

Exhibit  V-15  illustrates  segmentation  by  hardware  platform  in  1995. 

Italian  software  product  support  vendors  generate  a  larger  proportion  of 
their  revenue  from  the  server  sector  than  providers  in  each  country 
except  France  and  a  lower  proportion  of  revenue  from  the  mainframe 
sector  than  providers  in  any  of  the  three  other  large  European  economies 
with  the  exception  of  France. 


Software  Product  Support  by  Hardware  Platform,  Italy  1995-2000 

(Lira  Billions) 
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Italy  shows  the  highest  growth  in  the  chent  sector  of  aU  the  four 
economies,  particularly  in  the  appHcations  sector.  It  records  the  lowest 
negative  growth  in  the  mainframe  sector. 

Exhibits  V-17  and  V-18  show  the  systems  and  appHcations  software 
product  support  market  by  hardware  platform  and  expected  growth  in 
each  segment  over  the  next  five  years. 
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Exhibit  V-1 7 


Systems  Software  Product  Support  by  Hardware  Platform,  Italy 

1995-2000  (Lira  Billions) 


10 

m 


0) 
CO 


1995 


□  Client 

□  Server 

■  Mainframe 


2000 


Source:  INPUT 


Exhibit  V-1 8 


Applications  Software  Product  Support  by  Hardware  Platform, 

Italy  1995-2000  (Lira  Billions) 
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D  

The  Software  Product  Support  Market  in  the  Unrted  Kingdom 

The  UK  market  for  software  products  has  grown  strongly  throughout  the 
last  few  years  and  continues  to  do  so. 

Product  vendors  have  reacted  to  faUing  product  margins  by  generating 
software  product  support  revenue  streams. 

The  identification  of  a  market  for  open  software  product  support  has  led 
to  the  emergence  of  independent  support  vendors  who  focus  purely  on 
software  product  support  product  vendors. 

The  emergence  of  such  companies  indicates  that  the  open  support  market 
in  the  UK  is  more  mature  than  the  markets  in  the  other  major  economies 
as  these  companies  only  provide  independent  open  support. 

Exhibit  V-19  shows  INPUT'S  estimate  of  the  current  size  and  anticipated 
growth  of  the  market  for  software  product  support  relative  to  the  total 
market  for  software  products. 


Exhibit  V-19 


Software  Product  and  Software  Product  Support  Markets 
United  Kingdom  1995-2000  (£  Billions) 
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Software  Product  Support  by  Software  Product  Category,  United 

Kingdom  1995-2000  (£  IVIiliions) 
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1.  Software  Product  Category 

Exhibit  V-20  illustrates  growth  in  both  the  appHcations  and  system 
segments  of  the  market  over  the  next  five  years. 

The  systems  software  product  support  market  in  the  United  Kingdom  is 
larger  than  those  of  the  other  European  economies.  It  constitutes  a  much 
larger  proportion,  70%,  of  the  total  software  product  support  market 
which  is  a  higher  proportion  of  the  total  figure  than  that  for  any  of  the 
other  countries. 

The  market  for  applications  software  product  support  will  grow  at  a 
faster  rate  than  that  of  systems  software  support  and  by  2000  will 
account  for  37%  of  the  total  figure. 
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Exhibit  V-21 


Software  Product  Support  by  Hardware  Platform, 
United  Kingdom  1995 
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Total  iVIarket  Size:  £435  million 
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2.  Hardware  Platforms 

Exhibit  V-21  illustrates  segmentation  by  hardware  platform  in  1995. 

UK  software  product  support  vendors  generate  a  larger  proportion  of 
their  revenue  from  the  chent  sector  than  providers  in  each  country  except 
France  and  a  larger  proportion  of  revenue  from  the  mainframe  sector 
than  vendors  in  any  of  the  three  other  large  European  economies  with  the 
exception  of  Germany.  UK  providers  receive  a  smaller  proportion  of  their 
total  revenue  from  the  server  segment  than  those  in  any  of  the  other 
countries. 


MSMR 


©  1996  by  INPUT.  Reproduction  Prohflsited. 


59 


SOFTWARE  PRODUCT  SUPPORT  TRENDS  AND  FORECAST  -  EUROPE  1995-2000 


INPUT 


Exhibit  V-22 


Software  Product  Support  by  Hardware  Platform,  United  Kingdom 

1995-2000  (£  Millions) 
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Exhibit  V-23 


Systems  Software  Product  Support  by  Hardware  Platform,  United 

Kingdom  1995-2000  (£  Millions) 
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The  UK  shows  relatively  high  growth  in  the  server  sector.  Only  Germany 
registers  a  higher  figure  and  relatively  low  growth  in  the  chent  sector, 
where  only  France  registers  a  lower  figure. 

Exhibits  V-23  and  V-24  show  the  systems  and  apphcations  software 
product  support  market  by  hardware  platform  and  expected  growth  in 
each  segment  over  the  next  five  years. 
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Exhibit  V-24 


Applications  Software  Product  Support  by  l-lardware  Platform, 
United  Kingdom  1995-2000  (£  Millions) 
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European  Market  Forecast 


A  

Europe 


Exhibit  A-1 


Software  Product  Market  By  Hardware  Platform  (US$  Million) 


1994 

1994-1995 
Growth 

{%) 

1995 

1996 

1997 

1998 

1999 

2000 

1995-2000^ 
CAGR  : 

(%)  ; 

Systems  Software  Product 

13,410 

5% 

14,120 

15,280 

15,680 

16,130 

16,930 

17,480 

4% 

-  Mainframe 

5,550 

-4% 

5,310 

5,090 

4,820 

4,500 

4,210 

3,840 

-6% 

-  Server 

4,270 

5% 

4,480 

4,720 

4,940 

5,210 

5,470 

5,750 

5% 

-  Client 

3,590 

21% 

4,330 

5,470 

5,920 

6,420 

7,250 

7,890 

13% 

Applications  Software 

11,060 

11% 

12,240 

15,100 

16,770 

17,790 

20,050 

21,640 

12% 

Product 

-  Mainframe 

860 

-7% 

800 

770 

720 

690 

670 

630 

-5% 

-  Server 

3,080 

6% 

3,250 

3,460 

3,750 

4,110 

4,450 

4,830 

8% 

-  Client 

7,120 

15% 

8,190 

10,870 

12,300 

12,990 

14,930 

16,180 

15% 

TOTAL  Software  Product 

24,470 

8% 

26,360 

30,380 

32,450 

33,920 

36,980 

39,120 

8% 
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Exhibit  A-2 

Software  Product  Support  Market  By  Hardware  Platform  (US$  Million) 


■■■» 

1994-1995 
Growth 

(%) 

1995 

1996 

1997 

il^8 

1999 

2000 

1995-2000 
CAGR 

Systems  Software  Product 

6% 

1,830 

1,930 

1  QRn 

1 ,  sou 

0  IRH 
Z,  1 DU 

O/o 

Support  Market 

-  Mainframe 

940 

-4% 

900 

900 

870 

860 

840 

770 

-3% 

-  Server 

640 

19% 

760 

760 

790 

830 

880 

980 

5% 

-  Client 

140 

21% 

170 

270 

300 

320 

440 

550 

26% 

Applications  Software 

1,470 

9% 

1,600 

1,950 

2,160 

2,440 

2,730 

3,150 

15% 

Product  Support  Market 

-  Mainframe 

230 

-4% 

220 

210 

200 

200 

190 

180 

-4% 

-  Server 

740 

9% 

810 

870 

980 

1,070 

1,203 

1,350 

11% 

-  Client 

500 

14% 

570 

870 

980 

1,170 

1,340 

1,620 

23% 

TOTAL  Software  Product 

3,190 

8% 

3,430 

3,880 

4,120 

4,450 

4,890 

5,450 

10% 

Source:  INPUT 


Exhibit  A-3 

Software  Product  Market  By  Hardware  Platform  (ECU  Million) 


1994 

1994-1995 
Growth 

(%) 

1995 

1996 

1997 

1998 

1999 

2000 

f995'2b(M 
CAGR  1 

(%)  \ 

Systems  Software  Product 

10,929 

5% 

11,508 

12,453 

12,779 

13,146 

13,798 

14,246 

4% 

-  Mainframe 

4,523 

-4% 

4,328 

4,148 

3,928 

3,668 

3,431 

3,130 

-6% 

-  Server 

3,480 

5% 

3,651 

3,847 

4,026 

4,246 

4,458 

4,686 

5% 

-  Client 

2,926 

21% 

3,529 

4,458 

4,825 

5,232 

5,909 

6,430 

13% 

Applications  Software 

9,014 

11% 

9,976 

12,307 

13,668 

14,499 

16,341 

17,637 

12% 

Product 

-  Mainframe 

701 

-7% 

652 

628 

587 

562 

546 

513 

-5% 

-  Server 

2,510 

6% 

2,649 

2,820 

3,056 

3,350 

3,627 

3,936 

8% 

-  Client 

5,803 

15% 

6,675 

8,859 

10,025 

10,587 

12,168 

13,187 

15% 

TOTAL  Software  Product 

19,943 

8% 

21,483 

24,760 

26,447 

27,645 

30,139 

31,883 

8% 

Source:  INPUl 
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Exhibit  A-4 


Software  Product  Support  Market  By  Hardware  Platform  (ECU  Million) 


1994 

1994-1995 
Growth 

(%) 

1995 

1996 

1997 

1998 

1999 

2000 

1995'200C 
CAGR 

(%) 

} 

Systems  Software  Product 
Support  Market 

1,402 

6% 

1,491 

1,573 

1,597 

1,638 

1,760 

1,875 

5% 

-  Mainframe 

766 

-4% 

734 

734 

709 

701 

685 

628 

-3% 

-  Server 

522 

19% 

619 

619 

644 

676 

717 

799 

5% 

-  Client 

114 

21% 

139 

220 

245 

261 

359 

448 

26% 

Applications  Software 
Product  Support  Market 

1,198 

9% 

1,304 

1,589 

1,760 

1,989 

2,225 

2,567 

15% 

-  Mainframe 

187 

-4% 

179 

171 

163 

163 

155 

147 

-4% 

-  Server 

603 

9% 

660 

709 

799 

872 

978 

1,100 

11% 

-  Client 

408 

14% 

465 

709 

799 

954 

1,092 

1,320 

23% 

TOTAL  Software  Product 

2,600 

8% 

2,795 

3,162 

3,358 

3,627 

3,985 

4,442 

10% 

Source:  INPUT 


I 

\ 

\ 


MSMR 


©  1996  by  INPUT.  Reproduction  Prohibited. 


65 


INPUT 


B  

Germany 


Exhibit  A-5 


Software  Product  Market  By  Hardware  Platform  (US$  Million) 


1994 

1994-1995 
Growth 

(%) 

1995 

1996 

1997 

1998 

1999 

2000 

1995-2000^ 
CAGR 

(%) 

System  Software  Product 

3,420 

5% 

3,580 

3,850 

3,950 

4,030 

4,210 

4,330 

4% 

-  Mainframe 

1,550 

-5% 

1,480 

1,420 

1,320 

1,160 

1,030 

870 

-10% 

-  Server 

1,000 

3% 

1,030 

1,100 

1,160 

1,230 

1,290 

1,350 

6% 

-  Client 

870 

23% 

1,070 

1,330 

1,470 

1,640 

1,890 

2,110 

15% 

Applications  Software 

2,430 

10% 

2,680 

3,340 

3,830 

4,160 

4,830 

5,460 

15% 

Product 

-  Mainframe 

250 

-4% 

240 

230 

220 

210 

210 

200 

-4% 

-  Server 

680 

9% 

740 

810 

910 

1,050 

1,220 

1,460 

15% 

-  Client 

1,500 

13% 

1,700 

2,300 

2,700 

2,900 

3,400 

3,800 

17% 

TOTAL  Software  Product 

5,850 

7% 

6,260 

7,190 

7,780 

8,190 

9,040 

9,790 

9% 

Source:  INPUT 
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Exhibit  A-6 


Software  Product  Support  Market  By  Hardware  Platform  (US$Million) 


1994 

1994-1995 
Growth 

(%) 

1995 

1996 

1997 

1998 

1999 

2000 

1995'2000 
CAGR 

(%) 

Systems  Software  Product 
Support  Market 

395 

5% 

415 

425 

435 

445 

460 

470 

3% 

-  Mainframe 

250 

-6% 

235 

225 

225 

195 

185 

155 

-8% 

-  Server 

120 

13% 

135 

145 

150 

170 

180 

190 

7% 

-  Client 

25 

80% 

45 

55 

60 

80 

95 

125 

23% 

Applications  Software 
Product  Support  Market 

335 

12% 

375 

435 

515 

570 

700 

795 

16% 

-  Mainframe 

75 

-7% 

70 

65 

65 

65 

65 

60 

-3% 

-  Server 

170 

9% 

185 

210 

235 

275 

330 

395 

16% 

-  Client 

90 

33% 

120 

160 

215 

230 

305 

340 

23% 

TOTAL  Software  Product 

730 

8% 

790 

860 

950 

1,015 

1,160 

1,265 

10% 

Source:  INPUT 


Exhibit  A-7 


Software  Product  Market  By  Hardware  Platform  (DM  Million) 


1994 

1994-1995 
Growth 

(%) 

1995 

1996 

1997 

1998 

1999 

2000 

1995-2000 
CAGR 

(%) 

Systems  Software  Produc 

t  5,301 

5% 

5,549 

5,968 

6,123 

6,247 

6,526 

6,712 

4% 

-  Mainframe 

2,403 

-5% 

2,294 

2,201 

2,046 

1,798 

1,597 

1,349 

-10% 

-  Server 

1,550 

3% 

1.597 

1,705 

1,798 

1,907 

2,000 

2,093 

6% 

-  Client 

1,349 

23% 

1,659 

2,062 

2,279 

2,542 

2,930 

3,271 

15% 

Applications  Software 

3,767 

10% 

4,154 

5,177 

5,937 

6,448 

7,487 

8,463 

15% 

Product 

-  Mainframe 

388 

-4% 

372 

357 

341 

326 

326 

310 

-4% 

-  Server 

1,054 

9% 

1,147 

1,256 

1,411 

1,628 

1,891 

2,263 

15% 

-  Client 

2,325 

13% 

2,635 

3,565 

4,185 

4,495 

5,270 

5,890 

17% 

TOTAL  Software  Product 

9,068 

7% 

9,703 

11,145 

12,059 

12,695 

14,012 

15,175 

9% 

Source:  INPUT 
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Exhibit  A-8 


Software  Product  Support  Market  By  Hardware  Platform  (DM  Million) 


1994 

1994-1995 
Growth 

m 

1995 

1996 

1997 

1998 

1999 

2000 

1995-2000 
CAGR 

m 

System  Software  Product 
Support  Market 

612 

5% 

643 

659 

674 

690 

713 

729 

3% 

-  Mainframe 

388 

-6% 

364 

349 

349 

302 

287 

240 

-8% 

-  Server 

186 

13% 

209 

225 

233 

264 

279 

295 

7% 

-  Client 

39 

80% 

70 

85 

93 

124 

147 

194 

23% 

Applications  Software 
Product  Support  Market 

519 

12% 

581 

674 

798 

884 

1,085 

1,232 

16% 

-  Mainframe 

116 

-7% 

109 

101 

101 

101 

101 

93 

-3% 

-  Server 

264 

9% 

287 

326 

364 

426 

512 

612 

16% 

-  Client 

140 

33% 

186 

248 

333 

357 

473 

527 

23% 

TOTAL  Software  Product 

1,132 

8% 

1,225 

1,333 

1,473 

1,573 

1,798 

1,961 

10% 

Source:  INPUT 
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France 


Exhibit  A-9 


Software  Product  Market  By  Hardware  Platform  (US$  Million) 


1994 

1994-1995 

Growth 

(%) 

1995 

1 

996 

1997 

1998 

1999 

2000 

1995-200B 
CAGR 

(%) 

Systems  Software  Product 

2,960 

4% 

3,087 

3,279 

3,301 

3,349 

3,507 

3,615 

2% 

Mainframe 

1,180 

-4% 

1,133 

1,086 

1,021 

946 

880 

796 

-7% 

Server 

993 

4% 

1,030 

1,049 

1,077 

1,124 

1,189 

1,264 

4% 

Client 

787 

17% 

924 

1,144 

1,203 

1,279 

1,438 

1,555 

11% 

Applications  Software 
Product 

2,789 

5% 

2,919 

3,389 

3,610 

3,734 

4,107 

4,332 

8% 

Mainframe 

161 

-14% 

139 

120 

106 

95 

87 

81 

-10% 

Server 

813 

1% 

820 

834 

879 

949 

1,005 

1,031 

5% 

Client 

1,815 

8% 

1,960 

2,435 

2,625 

2,690 

3,015 

3,220 

10% 

TOTAL  Software  Product 

5,749 

4% 

6,006 

6,668 

6,911 

7,083 

7,614 

7,947 

6% 

Source:  INPU 


MSMR 


©  1996  by  INPUT.  Reproduction  Prohibited. 


69 


INPUT 


Exhibit  A-10 

Software  Product  Support  Market  By  Hardware  Platform  (US$  Million) 


1994 

1994-1995 

1995 

1997 

199S 

1999 

2000 

1995'200m 

Growth 

CAGR  i 

m  m 

oysisms  oorcware  rroauci 
Support  Market 

225 

zoo 

ZoU 

zyt) 

oOO 

6% 

-  Mainframe 

105 

-5% 

100 

100 

100 

95 

95 

90 

-2% 

-  Server 

100 

5% 

105 

115 

120 

125 

140 

150 

7% 

-  Client 

15 

32% 

20 

35 

35 

40 

60 

60 

25% 

pplications  Software 
roduct  Support  Market 

345 

1% 

350 

375 

435 

465 

495 

555 

10% 

-  Mainframe 

45 

-11% 

40 

30 

30 

30 

25 

25 

-9% 

-  Server 

170 

0% 

170 

175 

195 

220 

230 

240 

7% 

-  Client 

130 

8% 

140 

170 

210 

215 

240 

290 

16% 

TOTAL  Software  Product 

565 

2% 

575 

625 

690 

725 

790 

855 

8% 

Source:  INPUT 


Exhibit  A-11 

Software  Product  Market  By  Hardware  Platform  (FF  Million) 


1994 

1994-1995 
Growth 

(%) 

1995 

1996 

1998 

2000 

1995-2000 
CAGR 

m  i 

Systems  Software  Product 

15,806 

4% 

16,485 

17,510 

17,627 

17,884 

18,727 

19,304 

2% 

-  Mainframe 

6,301 

•4% 

6,050 

5,799 

5,452 

5,052 

4,699 

4,251 

'7% 

-  Server 

5,303 

4% 

5,500 

5,602 

5,751 

6,002 

6,349 

6,750 

4% 

-  Client 

4,203 

17% 

4,934 

6,109 

6,424 

6,830 

7,679 

8,304 

11% 

Applications  Software 

14,893 

5% 

15,587 

18,097 

19,277 

19,940 

21,931 

23,133 

8% 

Product 

-  Mainframe 

860 

-14% 

742 

641 

566 

507 

465 

433 

-10% 

-  Server 

4,341 

1% 

4,379 

4,454 

4,694 

5,068 

5,367 

5,506 

5% 

-  Client 

9,692 

8% 

10,466 

13,003 

14,018 

14,365 

16,100 

17,195 

10% 

TOTAL  Software  Product 

30,700 

4% 

32,072 

35,607 

36,905 

37,823 

40,659 

42,437 

6% 

Source:  INPUT 
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Exhibit  A-12 


Software  Product  Support  Market  By  Hardware  Platform  (FF  Million) 


199. 

4 

Growth 

(%) 

1995 

1 996 

1997 

1998 

1999 

2000 

1995-2000 
CAGR 

(%> 

Systems  Software  Product 

1,175 

2% 

1,202 

1,335 

1,362 

1,388 

1,575 

1,602 

6% 

Support  Market 

Mainframe 

561 

-5% 

534 

534 

534 

507 

507 

481 

-2% 

Server 

534 

5% 

561 

614 

641 

668 

748 

801 

7% 

Client 

80 

32% 

107 

187 

187 

214 

320 

320 

25% 

Applications  Software 

1,842 

1% 

1,869 

2,003 

2,323 

2,483 

2,643 

2,964 

10% 

Product  Support  Market 

Mainframe 

240 

-11% 

214 

160 

160 

160 

134 

134 

-9% 

Server 

908 

0% 

908 

935 

1,041 

1,175 

1,228 

1,282 

7% 

Client 

694 

8% 

748 

908 

1,121 

1,148 

1,282 

1,549 

16% 

TOTAL  Software  Product 

3,017 

2% 

3,071 

3,338 

3,685 

3,872 

4,219 

4,566 

8% 

Source:  INPUT 
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United  Kingdom 


Exhibit  A-1 3 


Software  Product  Market  By  Hardware  Platform  (US$  Million) 


1994 

f 994-1 995 
Growth 

(%) 

1995 

1  Www 

1 

996 

1997 

1998 

1999 

CAGR 

Systems  Software  Product 

1,960 

8% 

2,110 

2,320 

2,400 

2,470 

2,600 

2,680 

5% 

-  Mainframe 

780 

-5% 

740 

700 

670 

640 

610 

560 

-5% 

-  Server 

630 

10% 

690 

740 

780 

820 

860 

910 

6% 

-  Client 

550 

24% 

680 

880 

950 

1,010 

1,130 

1,210 

12% 

Applications  Software 

1,240 

19% 

1,470 

1,890 

2,110 

2,240 

2,460 

2,600 

12% 

Product 

-  Mainframe 

100 

-10% 

90 

90 

80 

80 

70 

70 

-5% 

-  Server 

340 

12% 

380 

400 

430 

460 

490 

530 

7% 

-  Client 

800 

25% 

1,000 

1,400 

1,600 

1,700 

1,900 

2,000 

15% 

TOTAL  Software  Product 

3,200 

12% 

3,580 

4,210 

4,510 

4,710 

5,060 

5,280 

8% 

Source:  INPUT 
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Exhibit  A-1 4 


Software  Product  Support  Market  By  Hardware  Platform  (US$  Million) 


1994 

1994-1995 
Growth 

Iv*/ 

1995 

1996 

1997 

1998 

1999 

2000 

1995-2000 
CAGR 

(%) 

Systems  Software 

440 

9% 

480 

520 

555 

610 

660 

675 

7% 

Product  Support  Market 

-  Mainframe 

225 

-2% 

220 

210 

205 

200 

195 

180 

-4% 

Server 

150 

13% 

170 

190 

210 

240 

260 

275 

10% 

-  Client 

65 

38% 

90 

120 

140 

170 

205 

220 

20% 

Applications  Software 

180 

11% 

200 

260 

280 

320 

350 

395 

15% 

Product  Support  Market 

-  Mainframe 

25 

0% 

25 

25 

20 

20 

20 

20 

-4% 

-  Server 

90 

6% 

95 

110 

115 

130 

140 

155 

10% 

-  Client 

65 

23% 

80 

125 

145 

170 

190 

220 

22% 

TOTAL  Software  Product 

620 

10% 

680 

780 

835 

930 

1,010 

1,070 

9% 

Source:  INPUT 


Exhibit  A-1 5 


Software  Product  Market  By  Hardware  Platform  (PS  Million) 


1994 

1994-1995 
Growth 

(%) 

1996 

1997 

1999 

2000 

'  1995-2000 
CAGR 

(%) 

Systems  Software  Product 

1,247 

8% 

1,342 

1,476 

1,526 

1,571 

1,654 

1,704 

5% 

-  Mainframe 

496 

-5% 

471 

445 

426 

407 

388 

356 

-5% 

-  Server 

401 

10% 

439 

471 

496 

522 

547 

579 

6% 

-  Client 

350 

24% 

432 

560 

604 

642 

719 

770 

12% 

Applications  Software 

789 

19% 

935 

1,202 

1,342 

1,425 

1,565 

1,654 

12% 

Product 

-  Mainframe 

64 

-10% 

57 

57 

51 

51 

45 

45 

-5% 

-  Server 

216 

12% 

242 

254 

273 

293 

312 

337 

7% 

-  Client 

509 

25% 

636 

890 

1.018 

1,081 

1,208 

1,272 

15% 

TOTAL  Software  Product 

2,035 

12% 

2,277 

2,678 

2,868 

2,996 

3,218 

3,358 

8% 

Source:  INPUT 
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Exhibit  A-16 


Software  Product  Support  Market  By  Hardware  Platform  (PS  Million) 


1994 

1994-1995 
Growth 

(%) 

1995 

1996 

1997 

1998 

1999 

2000 

1995'200m 
CAGR  m 

(mm 

Systems  Software  Product 
Support  Market 

280 

9% 

r\  r" 

305 

331 

353 

388 

420 

429 

7% 

-  Mainframe 

143 

-2% 

140 

134 

130 

127 

124 

114 

-4% 

-  Server 

95 

13% 

108 

121 

134 

153 

165 

175 

10% 

-  Client 

41 

28% 

57 

76 

89 

108 

130 

140 

20% 

Applications  Software 
Product  Support  Market 

114 

11% 

127 

165 

178 

204 

223 

251 

15% 

-  Mainframe 

16 

0% 

16 

16 

13 

13 

13 

13 

-4% 

-  Server 

57 

6% 

60 

70 

73 

83 

89 

99 

10% 

-  Client 

41 

23% 

51 

80 

92 

108 

121 

140 

22% 

TOTAL  Software  Product 

394 

10% 

432 

496 

531 

591 

642 

681 

9% 

Source:  INPUT 
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Exhibit  A-1 7 

Software  Product  Market  By  Hardware  Platform  (US$  Million) 


1994 

1994-1995 
Growth 

(%) 

1995 

1996 

1997 

1998 

1999 

2000 

1995-2QQ0 
CAGR 

Systems  Software  Product 

1,480 

8% 

1,600 

1,770 

1,820 

1,880 

1,970 

2,030 

5% 

-  Mainframe 

530 

-4% 

510 

480 

450 

430 

410 

380 

-6% 

-  Server 

490 

6% 

520 

550 

560 

580 

590 

600 

3% 

-  Client 

460 

24% 

570 

740 

810 

870 

970 

1,050 

13% 

Applications  Software 

1,290 

13% 

1,460 

1,870 

2,060 

2,160 

2,520 

2,650 

13% 

Product 

-  Mainframe 

90 

-11% 

80 

80 

70 

70 

70 

60 

-6% 

-  Server 

300 

-7% 

280 

290 

290 

290 

250 

190 

-7% 

-  Client 

900 

22% 

1,100 

1,500 

1,700 

1,800 

2,200 

2,400 

17% 

TOTAL  Software  Product 

2,770 

10% 

3,060 

3,640 

3,880 

4,040 

4,490 

4,680 

9% 

Source:  INPLTT 
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Exhibit  A-1 8 

Software  Product  Support  Market  By  Hardware  Platform  (US$  Million) 


1994 

1994-1995 
Growth 

{ '"V 

1995 

1996 

1997 

1998 

1999 

2000 

1995-2000 
CAGR 

[/o) 

^wo^Ame  QnfHA/aro  Pmrliir^t 

Support  Market 

1  D\J 

\J/0 

150 

-1  Rf^ 
1 OO 

1  /  0 

200 

205 

225 

OO/ 

o/o 

-  Mainframe 

80 

-6% 

75 

75 

70 

70 

70 

70 

-1% 

-  Server 

65 

8% 

70 

75 

80 

95 

95 

100 

7% 

-  Client 

5 

0% 

5 

15 

25 

35 

40 

55 

62% 

Applications  Software 
Product  Support  Market 

180 

11% 

200 

260 

280 

320 

350 

395 

15% 

-  Mainframe 

25 

0% 

25 

25 

20 

20 

20 

20 

-4% 

-  Server 

90 

6% 

95 

110 

115 

130 

140 

155 

10% 

-  Client 

65 

22% 

80 

125 

145 

170 

190 

220 

22% 

TOTAL  Software  Product 

330 

6% 

350 

425 

455 

520 

555 

620 

12% 

Source:  INPUl 


Exhibit  A-1 9 

Software  Product  Market  By  Hardware  Platform  (Lira  Billion) 


19^ 

1994-1995 
Grov/th 

(%) 

1995 

1996 

1997 

1998 

1999 

2000 

1995-2000 
CAGR 

m  1 

Systems  Software  Product 

2,398 

8% 

2,592 

2,867 

2,948 

3,046 

3,191 

3,289 

5% 

-  Mainframe 

859 

-4% 

826 

778 

729 

697 

664 

616 

-6% 

-  Server 

794 

6% 

842 

891 

907 

940 

956 

972 

3% 

-  Client 

745 

24% 

923 

1,199 

1,312 

1,409 

1,571 

1,701 

13% 

Applications  Software 
Product 

2,090 

13% 

2,365 

3,029 

3,337 

3,499 

4,082 

4,293 

13% 

-  Mainframe 

146 

-11% 

130 

130 

113 

113 

113 

97 

-6% 

-  Server 

486 

'7% 

454 

470 

470 

470 

405 

308 

-7% 

-  Client 

1,458 

22% 

1,782 

2,430 

2,754 

2,916 

3,564 

3,888 

17% 

TOTAL  Software  Product 

4,487 

10% 

4,957 

5,897 

6,286 

6,545 

7,274 

7,582 

9% 

Source:  INPUl 
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Exhibit  A-20 


Software  Product  Support  Market  By  Hardware  Platform  (Lira  Billion) 


1994 

f 994-1995 
Growth 

(%) 

1995 

1996 

1997 

1998 

1999 

2aoo 

1995-2000 
CAGR 

^  1 

Systems  Software  Product 
Support  Market 

243 

0% 

243 

267 

284 

324 

332 

365 

8% 

Mainframe 

130 

-6% 

122 

122 

113 

113 

113 

113 

-1% 

Server 

105 

8% 

113 

122 

130 

154 

154 

162 

7% 

Client 

8 

0% 

8 

24 

41 

57 

65 

89 

62% 

Applications  Software 
Product  Support  Market 

292 

11% 

324 

421 

454 

518 

567 

640 

15% 

Mainframe 

41 

0% 

41 

41 

32 

32 

32 

32 

-4% 

Server 

146 

6% 

154 

178 

186 

211 

227 

251 

10% 

Client 

105 

22% 

130 

203 

235 

275 

308 

356 

22% 

TOTAL  Software  Product 

535 

6% 

567 

689 

737 

842 

899 

1,004 

12% 

Source:  INPU 
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Exhibit  A-21 


Software  Product  Market  By  Hardware  Platform  (US$  Million) 


1994 

1994-1995 
Growth 

(%} 

1995 

1996 

1997 

1998 

1999 

2000 

1995-2000 
CAGR 

(%) 

Systems  Software  Product 

3,590 

4% 

3,743 

4,061 

4,209 

4,401 

4,643 

4,825 

5% 

-  Mainframe 

1,510 

-4% 

1,447 

1,404 

1,359 

1,324 

1,280 

1,234 

-3% 

-  Sen/er 

1,157 

5% 

1,210 

1,281 

1,363 

1,456 

1,541 

1,626 

6% 

-  Client 

923 

18% 

1,086 

1,376 

1,487 

1,621 

1,822 

1,965 

13% 

Applications  Software 
Product 

3,311 

12% 

3,711 

4,611 

5,160 

5,496 

6,133 

6,598 

12% 

-  Mainframe 

259 

-3% 

251 

250 

244 

235 

233 

219 

-3% 

-  Server 

947 

9% 

1,030 

1,126 

1,241 

1,361 

1,485 

1,619 

9% 

-  Client 

2,105 

15% 

2,430 

3,235 

3,675 

3,900 

4,415 

4,760 

14% 

TOTAL  Software  Product 

6,901 

8% 

7,454 

8,672 

9,369 

9,897 

10,776 

11,423 

9% 

Source:  INPU7 
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Exhibit  A-22 

Software  Product  Support  Market  By  Hardware  Platform  (US$  Million) 


1994 

1994-1995 
Growth 

(%) 

1995 

1996 

1997 

1998 

1999 

2000 

1995-2000 
CAGR 

(%) 

Systems  Software  Product 
Support  Market 

510 

1% 

515 

560 

575 

590 

625 

665 

5% 

-  Mainframe 

285 

-4% 

275 

275 

970 

PR'S 

-I/O 

-  Server 

195 

5% 

205 

230 

245 

260 

295 

310 

9% 

-  Client 

30 

17% 

35 

55 

60 

65 

75 

100 

23% 

Applications  Software 
Product  Support  Market 

435 

10% 

480 

620 

695 

780 

860 

990 

16% 

-  Mainframe 

65 

0% 

65 

65 

65 

65 

65 

65 

0% 

-  Server 

225 

9% 

245 

295 

335 

365 

400 

450 

13% 

-  Client 

145 

17% 

170 

260 

295 

350 

395 

475 

23% 

TOTAL  Software  Product 

945 

5% 

995 

1,180 

1,270 

1,370 

1,485 

1,655 

11% 

Source:  INPUT 


Exhibit  A-23 

Software  Product  Market  By  Hardware  Platform  (ECU  Million) 


1994 

1994-1995 
Growth 

(%) 

1995 

1996 

1997 

1998 

1999 

2000 

1995-2000 
CAGR 

m 

Systems  Software  Product 

2,926 

4% 

3,051 

3,310 

3,430 

3,587 

3,784 

3,932 

5% 

Mainframe 

1,231 

-4% 

1,179 

1,144 

1,108 

1,079 

1,043 

1,006 

-3% 

Server 

943 

5% 

986 

1,044 

1,111 

1,187 

1,256 

1,325 

6% 

Client 

752 

18% 

885 

1,121 

1,212 

1,321 

1,485 

1,601 

13% 

Applications  Software 
Product 

2,698 

12% 

3,024 

3,758 

4,205 

4,479 

4,998 

5,377 

12% 

Mainframe 

211 

-3% 

205 

204 

199 

192 

190 

178 

-3% 

Server 

772 

9% 

839 

918 

1,011 

1,109 

1,210 

1,319 

9% 

Client 

1,716 

15% 

1,980 

2,637 

2,995 

3,179 

3,598 

3,879 

14% 

TOTAL  Software  Product 

5,624 

8% 

6,075 

7,068 

7,636 

8,066 

8,782 

9,310 

9% 

Source:  INPUT 
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Exhibit  A-24 


Software  Product  Support  Market  By  Hardware  Platform  (ECU  Million) 


1994 

1994-1995 
Growth 

(%) 

1995 

1996 

1997 

199S 

1999 

2000 

ms-ioo 

CAGR 

(yc) 

Systems  Software  Product 
Support  Market 

416 

1% 

420 

456 

469 

481 

509 

^  A  ^ 

542 

5% 

-  Mainframe 

232 

-4% 

224 

224 

220 

216 

208 

208 

-1% 

-  Server 

159 

5% 

167 

187 

200 

212 

240 

253 

9% 

-  Client 

24 

17% 

29 

45 

49 

53 

61 

82 

23% 

Applications  Software 
Product  Support  Market 

355 

10% 

391 

505 

566 

636 

701 

807 

16% 

-  Mainframe 

53 

0% 

53 

53 

53 

53 

53 

53 

0% 

-  Server 

183 

9% 

200 

240 

273 

297 

325 

367 

12% 

-  Client 

118 

17% 

139 

212 

240 

285 

322 

387 

23% 

TOTAL  Software  Product 

770 

5% 

811 

962 

1,035 

1,117 

1,210 

1,349 

11% 

Source:  INPi 
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Economic  Assumptions 


There  follow  some  notes  on  the  methodology  INPUT  uses  in  making 
forecasts  and  judging  how  reasonable  they  are. 

INPUT  reports  are  based  principally  on  three  strands  of  research  activity 
conducted  throughout  the  year: 

•  A  vendor  research  programme  with  more  than  500  interviews  with 
prominent  software  and  services  vendors  across  Europe.  This 
research  assesses  their  attributable  revenues  in  each  country  by 
deUvery  mode  and,  where  possible  by  industry  sector.  INPUT 
consultants  use  their  own  judgement  in  many  cases  to  categorise 
revenues  into  sub-sectors.  In  particular,  INPUT  excludes  revenues 
considered  captive,  such  as  those  from  a  vendor's  parent  company. 

•  Several  hundred  vendor  and  user  interviews  across  all  European 
market  sectors  to  determine  trends  and  opinions.  These  interviews 
are  part  of  the  research  that  INPUT  carries  out  in  specific  sectors 
of  the  software  and  services  market.  In  this  report  INPUT  has 
concentrated  on  the  four  largest  European  economies,  namely, 
Germany,  France,  The  United  Kingdom,  and  Italy  as  the  smaller 
software  product  support  markets  are  as  yet  considered  to 
immature  to  monitor  effectively. 

•  Additionally,  INPUT  maintains  an  extensive  library  and  database 
relating  to  the  information  services  industry.  This  includes 
INPUTS  software  product  support  programme  data. 

In  order  to  consoHdate  INPUT'S  forecasts  and  vendor  data  into  a 
consistent  set  of  European  analyses  each  year,  it  is  essential  to  use  a 
standard  set  of  economic  factors.  The  following  pages  show  the  inflation 
and  exchange  rates  used  for  1995  studies. 
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A  

European  Exchange  Rates 

The  following  table,  Exhibit  B-1,  shows  the  standard  exchange  rates  used 
throughout  the  1995  programme  to  consolidate  country  market  data  for 
vendor  market  shares. 


Exhibit  B-1 

US  Dollar  and  ECU  Exchange  Rates  1995 


Country 

Currency 

US  Dollar 

Europe 

$ 

1 

France 

FF 

5.34 

Germany 

DM 

1.55 

United  Kingdom 

£ 

0.639 

Italy 

Lira  (K) 

1.62 

Source:  Financial  Times  January  1995 

B  

European  Inflation  Rates 

Exhibit  B-2  shows  the  average  five-year  inflation  assimiptions  for  each 
reported  country  and  the  changes  from  those  used  in  reports  produced  in 
the  previous  year.  All  INPUT  forecasts  include  the  effects  of  inflation  as 
weU  as  natural  market  growth  rates.  For  consistency,  the  same  inflation 
rates  are  used  throughout  all  the  different  market  sector  research  and 
analysis  during  a  calendar  year,  imless  specified  otherwise. 


Exhibit  B-2 

Inflation  Assumptions  1994  and  1995 


Country 

Asstimptidh 
1994-1999 

Assumption 
1995-2000 

France 

1.9 

1.9 

0.0 

Germany 

2.9 

2.4 

-0.5 

United  Kingdom 

3.0 

2.9 

-0.1 

Italy 

3.2 

3.2 

0.0 

European  Average 

2.8 

2.6 

-0.2 

Source:  OECD  December  1994 
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